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(4) CASE MIX INDEX

The hospital-specific case mix index is the total of all relative weights for all services
provided by a hospital during a period, divided by the number of discharges.
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(5) UNIT VALUE

For hospitals larger than 50 beds, reimbursed using the Diagnosis Related Grouper (DRG),

the Unit Value rebased methodology effective for services b:d%inmn%op or after March 1,
2004 has been established as 80% of the published 2004 Medicare Unit Value (Labor and

Non-Labor).

P&I The Unit Value plus the Capital amount multiplied by the claim assigned DRG relative
weight is the hospital's Operational Payment.

P& Effective for services provided on or after March 1, 2004, the Unit Value for DRG
hospitals will be determined according to subsection (5). The Department of Human
Services, as informed by the Legislative Assembly, Emergency Board, or the Department
of Administrative Services, will determine the aggregate reduction or increase required to
adjust the Unit Value. Thé adjustment percentage of Medicare’s Unit Value will be
determined by dividing the aggregate reduction or increase by the current hospital budget.
The current Unit Value for each hospital will then be multiplied by the adjustment
percentage to determine the nét amount of decrease or increase in the hospital's current
Unit Value. This amount will be applied to each hospital's current Unit Value to determine
the new Unit Value for the individual hospital. The Department, in accordance with 42
CFR 447.205, will make public notice of changes whenever a Unit Value adjustment is
made under the provision of this subsection. Public notice of changes will be made in
accordance with 42 CFR 447.205 whenever a unit value adjustment is made under the
provisions of this subsection.

TN# 03-20 Date Approved: Effective Date: March 1, 2004
Supercedes #93-18 AUG 17 2004
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(6) DRG PAYMENT

The DRG payment to each hospital is calculated by multiplying the Relative Weight
for the DRG by the Hospital-Specific Unit Value. This is referred to as the Operational
Payment.

(7) €OST OUTLIER PAYMENT'S

Cost outlier payments are an additional payment made to DRG hospitals. An outlier
payment will be made at the time a claim is processed for exceptional costs or
exceptionally long lengths of stay provided to Title XIX clients.

Effective for services beginning on or after March 1, 2004, the calculation to determine
the cost outlier payment for all hospitals is as follows:

= Non-covered services (such as ambulance charges) are deducted from billed charges.

= The remaining billed charges are converted to hospital-specific costs using the
hospital's cost-to-charge ratio derived from the most recent audited Medicare cost
report and adjusted to the Medicaid case load.

» If the hospital's net costs as determined above are greater than 270 percent of the
DRG payment for the admission and are greater than $25,000, an additional cost

_outlier payment is made.
TN# 03-20 Date Approved: fective Date: March 1, 2004
Supercedes #02-12 AUG 17 20bf
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* Costs which exceed the threshold (325,000 or 270% of the DRG payment,

- whichever is greater) are reimbursed at a percentage. The percentage of net
costs (costs above the threshold) to be paid is established by OMAP and may
be adjusted monthly as needed te maintain total cost outlier expenditures for
the 1993-95 biennium at $9.0 million in Total Funds, excluding cost outlier
payments made to Oregon Health Sciences University Medical Center.

-  Third party reimbursements are deducted from the OMAP calculation of
payable amount,

Formula for Cost Outlier Calculation:

Billed charges less non-covered charges
Hospital-specific cost-to-charge ratio

Net Costs

270% of the DRG or $25,000 (whichever is greater)
Outlier Costs

Cost Outlier Percentage

Cost outlier Payment

»

N

The cost outlier percentage necessary to fully expend the cost outlier pool is estimated to
be 30% for the biennium. OMAP will reimburse cost outlier claims at 50% of costs
above the threshold and will monitor payments to determine the relationship between
projected and actual outlier payments. An adjustment to the 50% reimbursement rate will

--be made as needed to fully expend the cost outlier pool, The amount of the cost outlier
pool will not be exceeded. Cost outlier payments made to Oregon Health Sciences
University Medical Center will not be deducted from this pooled amount.

When hospital cost reports are audited, an adjustment will be made to cost outlier
payments to reflect the actual Medicaid hospital-specific cost-to-charge ratio during the
time cost outlier claims were incurred. -

~ The cost-to-charge ratio in effect for that period of time will be determined from the
audited Medicare Cost Report and OMAP 42, adjusted to reflect the Medicaid mix of
services.

TN# 03-20 Date Approved: Effective Date: March 1, 2004
Supercedes #02-12 AUG 17 2004
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(8) CAPITAL

The capital payment is a reimbursement to in-state hospitals for capital costs associated with
the delivery of services to Title XIX, non-Medicare persons. The Office of Medical
Assistance Programs (OMAP) uses the Medicare definition and calculation of capital costs.
As of March 1, 2004, OMAP will use Medicare 2004 reimbursement Capital cost per
discharge methodology and rate for Oregon Medicaid discharges.

Capital cost per discharge is calculated as follows:

a.  The capital cost reimbursement rate is established as 100% of the published
- Medicare capital rate for fiscal year 2004.

b.  The capital cost is added to the Unit Value and paid per discharge.

Reimbursement of capital at time of claim payment enhances hospital financial
health. "

P&I

(9) DIRECT MEDICAL EDUCATION
The direct medical education payment is a reimbursement to in-state hospitals for
direct medical education costs associated with the delivery of services to Title XIX
eligible persons. The Office of Medical Assistance Programs uses the Medicare
definition and calculation of direct medical education costs. These costs are taken from
the Hospital Statement of Reimbursable Cost (Medicare Report).

Direct Medical Education cost per discharge is calculated as follows:
The direct medical education cost proportional to the number of Title XIX
non-Medicare discharges during the period from July 1, 1986 through June

30, 1987 is divided by the number of Title XIX non-Medicare. This is the
Title XIX Direct Medical Education Cost per discharge.

TN# 03-20 Date Approved: Effective Date: March 1, 2004
Supercedes #01-11 AUG 17 2004 °
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The Title XIX Direct Medical Education cost per discharge for this
period is inflated forward to January 1, 1992, using the compounded
CMS DRI market basket adjustment.

Direct Medical Education Payment Per Discharge

The number of Title XX non-Medicare discharges from each hospital
for the quarterly period is multiplied by the inflated Title XIX cost per
discharge. This determines the current quarter's Direct Medical
Bducation costs. This amount is then multiplied by 85%. Payment is
P&l made within thirty days of the end of the quarter.
(10) INDIRECT MEDICAL EDUCATION

- The indirect medical education payment is a reimbursement made to in-state
hospitals for indirect medical education costs associated with the delivery of
services to Title XIX non-Medicare clients.

Indirect medical education costs are those indirect costs identified by
Medicare as resulting from the effect of teaching activity on operating costs.

Indirect medical education payments are made to in-state hospitals
determined by Medicare to be eligible for such payments. The indirect
medical education factor in use by Medicare for each of these eligible
hospitals at the beginning of the State's fiscal year is the Office of Medical
Assistance Program'’s indirect medical education factor. This factor is used
for the entire Oregon fiscal year.

The calculation for the Indirect Medical Education Factor is as follows:

Total relative weights from claims paid during the quarter
X Indirect Medical Education Factor
= Indirect Medical Education Payment

This determines the current quarter’s Indirect Medical Education payment.
Indirect medical education payments are made quarterly to each eligible
hospital. Payment for indirect medical education costs will be made within
thirty days of the end of the quarter. )

TN# 03-20 Date Approved: . Effective Date: March 1, 2004
Supercedes #01-11 AUG {7 2004
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(11) Graduate Medical Education Reimbursement for Public Teaching Hospitals

The Graduate Medical Education (GME) payment is reimbursement to an institution for
the costs of an approved medical training program. The State makes GME payments to
non-Type A and B inpatient acute hospitals based on the number of fee-for-service
hospital inpatient discharges as provided in (11) Direct Medical Education and (12)
Indirect Medical BEducation. Funding for GME is not included in the “capitation rates”
paid to managed care plans under the Oregon Health Plan resulting in hospitals with
medical teaching programs not being able to capture GME costs when contracting with
managed care plans. Since a significant portion of Medicaid payments for acute
inpatient hospital discharges are made through managed care plans, an additional
payment for GME is nécessary to ensure the integrity and quality of medical training
programs. =

The additional GME payment is a reimbursement to any in-state public acute care
hospital providing a major teaching program, defined as a hospital with more than 200
residents or intemns. This reimbursement is in addition to that provided under (11)
Direct Medical Education or (12) Indirect Medical Education.

For each qualifying public hospital, the payment amount is initially determined based
on hospital specific costs for medical education as reported in the Medicare Cost
Report. for the most recent completed reporting year (base year). Total Direct Medical
Education (DME) costs consist of the costs for medical residency and the paramedical
education programs. Title XIX DME costs are determined based on the ratio of Title
XIX days to total days applied to the total DME costs.

Indirect Medical Educaéion (IME) costs are derived by first computing the percent of
IME to total Medicare inpatient payments. This is performed by dividing the IME
Adjustment reported in the Medicare Cost Report by the sum of this amount and

- Medicare payments for DRG amount - other than outlier payments, outlier payments,

Inpatient program capital, and organ acquisition. The resulting percent is then applied
to net allowable costs (tatal allowable costs less Total DME costs, computed as
discussed in the previous paragraph). Title XIX IME costs are then determined based
upon the ratio of Title XIX days to total days.

The additional GME payment is calculated as follows:

TN No. #03-20 Appéoval Date Bffective Date: March 1, 2004
Supersedes TN No. 01-11 - AUG 17 2004
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Total Title XXX GME is the sum of Title XIX IME and DME costs. Payments for
Title XIX fee-for-sexrvice IME and DME are then subtracted from the Total Title XIX
GME leaving the net unreimbursed Title XIX GME costs for the base year. The net
unreimbursed Title XIX GME costs for the base year is then multiplied by CMS PPS
Hospital Index. The additional GME payment is rebased yearly.

The additional GME reimbursement is made quarterly .

Total payments including the additional GME payments will not exceed that
determined by using Medicare reimbursement principles. The Medicare upper limit
will be determined from the most recent Medicare Cost Report and will be performed
in accordance with 42 CFR 447.272. The upper limit review will be performed
before the additional GME payment is made.

(12) _ DISPROPORTIONATE SHARE

The disproportionate share hospital (DSH) payment is an additional reimbursement
made to hospitals which serve a disproportionate number of low-income patients with
special needs.

A hospital’s eligibility for DSH payments is determined at the beginning of each
State fiscal year. Hospitals which are not eligible under Criteria 1 may apply for
--eligibility at any time during the year under Criteria 2. A hospital may be determined
eligible under Criteria 2 only after being determined ineligible under Criteria 1.
Eligibility under Criteria 2 is effective from the beginning of the quarter in which
eligibility is approved. Out-of-state hospitals are eligible for DSH payments if they
have been designated by their state Title XIX Medicaid program as eligible for DSH

payments within that state.
TN No. #03-20 Approval Date Effective Date: March 1, 2004

Supersedes TN No. 01-11 AUG 17 2004
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- The Per Diem Intér-Hospital Transfer Payment rate = the DRG payment divided by
the geometric mean length of stay for the DRG.

The final discharging hospital receives the full DRG payment. Hospitals receiving
cost-based reimbursement receive the cost-based reimbursement prorated to the
remaining hospital benefit days.

Transfers from actite care tn a distinct part rebabilitation unit within the same hospital
shall be considered a discharge and readmission, with both admissions eligible for a
separate DRG payment. o

TN # 03-20 Approval Date . Bffective Date: March 1, 2004
Supersedes TN # 93-18 AUG 17 2004



